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THE HUDSON BAY OIL SEARCH 


The Hudson Bay region, an area of some 800,000 square miles, forms 
more than one-fifth of Canada. It is an inland sea and relatively accessible 
by two existing railroads with port terminals at Churchill, Manitoba, and 
Moosonee, Ontario. 


If oil and/or gas are developed in the Hudson Bay region, it is 
probable that movement of such products would be overland to the south 
and east. Approximate straight-line distances from the main acreage block 
of the Sogepet-Aquitaine group are: to Winnipeg 575 miles; to Port Arthur 
600 miles; to Toronto 1,000 miles; to Montreal 1,050 miles. 


The oil exploration of Hudson Bay dates from August 8, 1962 when 
Franc R. Joubin and two associates filed on the first land and off-shore 
permits in that region. These permits have formed the nucleus of the present 
much larger Sogepet-Aquitaine group holdings. Over two years were to pass 
before other interests were to appear in the Bay region, and four years were 
to pass before the small privately financed Sogepet group would attract the 
participation of its present oil industry associates. 


These time intervals were actively employed by Sogepet, in aerial and 
ground geophysical surveys and extensive geological reconnaissance surveys 
of the south, west and north borders of the Bay. Principally responsible 
for these early studies were Ronald D. Johnson, petroleum geologist and 
Samuel J. Nelson, paleontologist. Limited but very effective use of the 
Eskimo was made in the course of the northern geological surveys. All 
of these exploration activities were greatly assisted by the interest and 
important studies simultaneously conducted by several Federal government 
agencies, principally the Geological Survey of Canada. 


The completion of the Sogepet-Aquit-Kaska #1 slim hole well, in 
December 1966, proved to be a rewarding effort. The results more than 
confirmed the theories that had encouraged the commencement of the 
project, four years earlier. 


At time of writing, over 125 million acres have been filed on for gas 
and oil exploration by over 35 companies, and the region is now almost 
totally claimed for exploration. It is estimated that about $10 million has 
been spent since 1962 by companies and government agencies directly or 
indirectly oriented to oil exploration in the Hudson Bay region. It is 
estimated that an additional $10 million will be spent during 1969-71. 


The summer of 1969 will witness the drilling of the first production 
scale off-shore well in Hudson Bay. It will be on acreage held by Aquitaine 
and Atlantic Richfield, situated to the north-east of and adjoining the main 
Aquitaine-Sogepet acreage block. 


And thus the search for new national resources continues . .. our 
North is opened . . . and if the quest succeeds, our Nation is made stronger. 
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SOGEPET LIMITED 


Directors’ Report 


To THE SHAREHOLDERS OF SOGEPET LIMITED 


The year under review, 1968, was a very active one for our Company. Our exploration 
activities, for both hydrocarbons and minerals, were confined to the Hudson Bay region. 


A land seismic profile covering the Manitoba and Ontario coastal areas of our Permits was 
completed during the winter of 1967-8. A marine seismic profile across our near-offshore Permits, 
roughly parallel to and about 30 miles from the coast, was completed during the summer of 1968. A 
program of geologic re-evaluation of the Hudson Bay “around-the-rim” coastal areas, in which we 
participated, was completed during the summer of 1968. The co-ordinated evaluation of these several 
programs was encouraging, and steps were taken by the Group and individual partners to increase our 
oil permit holdings. 


The total Permit area of the Sogepet-Aquitaine Group was increased from 6,478,937 acres to 
10,253,901 acres, in which our Company has a 15% collective working interest. In addition, our 
Company has acquired a 20% equity in 5,067,402 acres of Permits with a newly formed group of 
Texas Gulf Sulphur Company (the Operator), Teck Corporation Limited and Canadian Homestead 
Oils Limited. 


During 1968, the Aquitaine Company of Canada Ltd. (75% interest) and our Company (25% 
interest) placed two geological parties and one geophysical contractor in the field to prospect for minerals. 
Modest encouragement was obtained, sufficient to justify the acquisition of four mineral reserve areas 
in Northern Manitoba upon which a program of geochemistry, geophysics and diamond drilling will be 
Started in 1969. 


The above were the highlights of the fiscal year under review. 


Inasmuch as project results in 1968 indicated that substantial expenditures would be made 
during the 1969-70 period, steps were taken early in 1969 to qualify our Company for public financing. 


A group of three investment dealers entered into an underwriting agreement which has provided 
our treasury with $700,000. The same group holds one further option which, if exercised, will provide 
the treasury with an additional $300,000. This total sum is considered adequate for our portions of the 
1969 and 1970 programs. Trading in our securities, on the unlisted market, commenced in late March, 
1969, and the issue has been well received. 


It is a pleasure to record our thanks to our Group colleagues and particularly to the Aquitaine 
Company of Canada Ltd. which serves as the Group Operator; also to R. D. Johnson, petroleum geologist, 
who has served as our Consultant from our pioneering start in Hudson Bay to the present. 


On Behalf of the Board of Directors, 


FRANC. R. JOUBIN, President. 
April 18, 1969. 


SOGEPET LIMITED 


Auditors’ Report 


To the Shareholders of 
Sogepet Limited. 


We have examined the balance sheet of Sogepet Limited as at 
December 31, 1968 and the statements of deferred exploration and 
administrative expenditures, deficit, and source and application of funds 
for the year then ended. Our examination included a general review 
of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the 


circumstances. 


In our opinion these financial statements present fairly the 
financial position of the company as at December 31, 1968 and its 
activities and the source and application of its funds for the year then 
ended, in accordance with generally accepted accounting principles 


applied on a basis consistent with that of the preceding year. 


LAVENTHOL KREKSTEIN HORWATH & HORWATH, 
Chartered Accountants. 
January 18, 1969. 
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(Incorporated under the law. 


e | 
Balance 
] 
ASSETS ) 
December 31, 
1968 | 1967 
CURRENT: 
Cash 2°. sah. ces ode biartrere © Hirer UR cig a ae $ 2,694 §$ 13,782 
Short-term, bank deposits™ ; is. duhehhs Gh See eee eee — 200,000 
Due from participant in joint ventures 2000): o) ge ee ee eee. PESTS, -— 
Accrued interest*): «) ..22i4s,a40c.. 22 6s aes. Dee ee ee — 1,989 
Miscellaneous: receivables and advances; 24. a5 wens oie ee ee ee 514 6,039 | 
5,767 221,810 
Work deposits on petroleum and natural gas exploratory permits ................ — 25,871 | 
CAPITAL ASSETS (Notes 1, 2 and 3): 
Interests in petroleum, natural gas and mineral acreage, at cost ............. 19°793 18,416 4 
Well. drilling “and ‘related Scosts* na oo ee er ee ee 150,071 143,496 
Deferred exploration and administrative expenditures ..................... 535,162 383,25! 
705,026 545,149 
Less net proceeds from sale of interest in petroleum and natural gas exploratory 
PeTOAMES! seca. Peewee aes Gt ee i) hee a re ee 317,500 317,500 
387,526 227,649 
OTHER: 
Organization (Expenses his 2c6c 0. Go ae Rs is a eres 12,740 12,740 
$ 406,033 $488,070 
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LIABILITIES 


CURRENT: 


Mee tnmavavic WO rsnarCnOIGel ~. 5 ...z ad: ae din’ ate ey eee sore 6 epee ees wa hs 
ie POC MIG SAVANE cate hi a 1G orargh he Beate A cconca tte tes: cutee aac BA: 


MCE RIO” SRE LOSE OT IOAN | ihc os koko le en he Rae Dok ee acai 


CONTINGENT LIABILITY (Note 4) 


SHAREHOLDERS’ EQUITY 
CAPITAL (Notes 5 and 6): 
Authorized: 
2,000,000 Common shares without par value 
Issued and fully paid: 
623,500 snares. (1967-— 606,753 shares) (4. 25 MARE is lal sa 


DE REE re PEP MMR 2b is sce icon nlsn penne den cav eben as PRE I, NR, EM, EIN UME \ 


Approved on behalf of the Board of Directors: 
FRANC. R. JOUBIN, (Director). 
D. A. BERLIS, (Director). 


ing notes, 


December 31, 


1968 1967 
$ — $ 16,861 
8,832 86,508 
— 506 
— 1,010 


8,832 104,885 


414,228 397,428 
17,027 14,243 


397,201 383,185 


$ 406,033 $488,070 


SOGEPET LIMITED 


DEFERRED EXPLORATION AND ADMINISTRATIVE EXPENDITURES 


Year Ended 
December 31, 
1968 1967 
EXPLORATION EXPENDITURES: 
Petroleum and natural gas acreage: 

Geophysical survey and mosaic terrain analysis .................... $ 7875137... S$ 398555 
Less‘ participants ‘share 2-0... 0. ex 2 ci ee ee ee 668,441 331,887 
118,696 62,668 
Baesmeecring and geological’services aaa; 7) anaes. eee 5,675 3,875 
Travel and’ accommodation... ..5. 00h eee eee 356 1,437 
Telephone*and telesraph®so7 >... oo ate ee ee ee ee 445 313 

Licensessand: fees 22.12.05 Sastiecd: «scope ae ee 102 — 
Miscellancousinc 6) 8 acetate — 220 
Loss on. sale of-fixed asset-,. chistes eee — 264 
125,274 68,777 

MINERAL ACREAGE: 

Resionalanvestisation®: Virco sey ehc oh eae ee ne ee ee 1 Weea sh iy | 8,812 

Fieidtsalaries®, 220065 25. He ee ee ee oe ee 16,250 — 

Aarbornedecophysicalisurvey:....c2i.c..445 ee eee O8125 — 

Tr AV 6 io cheaes cca A antler. ern i ipadian <4 eet eno ee eae ar 13,832 — 

Camp Supplies on. f.2ccuactee We Pe te ede ne ee 5,904 — 

Miscellaneous services and operator’s overhead .................... 14,820 — 
72,442 8,812 
Less: participants*-share %2,.f.4 ue ae carte ee ee 55,583 7,490 
16,859 1,322 
otal -exploration-expenditures,..0)" 05-40 csae sae ee 142,133 70,099 
Add adinimistrativerexpenditutes. per: scheaule.. 1st). 5 a an ee ee 9,792 6,902 
Wotalbexpenditurestios the’ year = fhe. ni. ee a 151,925 77,001 
Balance ‘deferredratbecinning- Of yean son) 4. ee ee ee ee 383,237 306,236 
Balance deferredvat end’ of ‘year 42-5, wae ee $535,162, 3:3835.237 


SOGEPET LIMITED 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


Year Ended 
December 31, 
1968 1967 
FUNDS WERE DERIVED FROM: i, _ 
ere ADIN SOCK CN is ce. Re OM PEM on eae ae gk Gwe S) 16;800" “"$" 128:625 
Medcuct.consiceration.other.than.cash)« 3.4 1 0k ek, a ek Rk. — 8,625 
16,800 = 
Peetedse (Ol WOlK  OCNOSIIS | ak.” Lunches a shee eet Ne ka wa po 255001 — 
Sale of interest in oil and natural gas exploratory permits ................ — 225,000 
MISCCHABEOUS 2 Rene teins Aine), ee ee hee Pe ee He, OMe — 200 


42,671 225,200 


FUNDS WERE APPLIED TO: 


Exploration and administrative expenditures, per statement .............. 151925 77,001 
Deduct expenditures not affecting funds, consisting of loss on sale of fixed 
assets and services paid for by issue of capital stock ................ -— 13339 
1595925 TS,ONZ 
Acquisition of interest in oil and natural gas exploratory permits .......... S377 35225 
Work deposits on oil and natural gas exploratory permits ................ —- 115162 
My eC mariimrmanderelaicdcCOStS 5. o.s. 30.) fi es Danie c kA le EA DARD OO 6,575 77,815 
BCCI ATIC iy NN a oe ia vopudscsnnclonte ghlgee 6 bide Wiss ue Re touched Pca mn olen aa eenaaees 2,784 13313 


162,661 169,127 


Increase (decrease) in working capital . . . kg. ee oO ea Che ied: GRRE (119,990) 56,073 
Puee ii? CApitalatmerInNiNeG 01 PeTiIOd we —.. 2... on. YY os gan es ee pa es 116;925 60,852 
‘Worine capitala(deticiency )jiatiend of year’ ......098) 288 Oe RR $7065)" ($116,925 


SOGEPET LIMITED 


STATEMENT OF DEFICIT 


Year Ended 
December 31, 
1968 1967 
Balance at becomming of year meio.) s.6h cee cee eo eee $ 14,243 $ 12,930 
Additions during the year: 
Losson ‘Sale OF DONGS co oise c.2 ao scge kendo, See ee eae ia eS ora — 1,313 
Portion of work deposits refunded, relinquished to other participants ...... 2,784 — 
2,784 1,313 
Balance~atsend.ofyeatte cc. tees Se ep ais i ea eee eee ee $ 17,027 . $ t4ja43 
SCHEDULE OF ADMINISTRATIVE EXPENDITURES 
Year Ended 
December 31, 
1968 1967 
Office. retit and) administrative services... 7. sng. ee ee ee eee $. 55400... .$'476,000 
Directors? “PGES ft 8.2 ¢ Wogan Ge Le a i ne ans Joe Pek a 350 700 
Legal pand? audit™ Denes oc See or oe hk Say EE Nt enna ee 3,732 2,186 
Anpiale Mec, ©XBenSes. + ilo Fy euietee ns ae eb eineh ate amen ne ae eee 431 261 
Public’relations. and shareholders: mformation. (=... -4-...-:.. 15 enone 1.623 — 
Telephone -anditeleeraph. 0s: (2.5... <1. . Se Be SE ee ee 435 797 
Government fees and axes”. oy oc atk os ao. se Eee 24 444 
‘Travelvand. accommodations <cs.08 4 Sac kk ae ee 291 pA Ws 
Miscellaneous RT Se x. lice ee tte ca tui Sa lout sh neces 8 ee 167 306 
RIC ISSTIC SO XRCTISCS Se PUR SN MI tans e al 8.5 Sts ie at he Sis ae ee a oe 325 
Tnterest-om loalisc-omer cgay. Or es ase oe be eee ae 759 137 
13,687 12,548 . 
Lessisundry income tier: 20th i. sen oe ee 3,895 5,646 
$9,792 $ 6,902 


SOGEPET LIMITED 


NOTES TO FINANCIAL STATEMENTS 
Year Ended December 31, 1968 


1. PETROLEUM AND NATURAL GAS ACREAGE: 


By a series of agreements entered into at various dates, Sogepet sold a total of 85% of its original interest 
in petroleum and natural gas acreage in the Hudson Bay Area for $317,500 cash. As further consideration, 
one of the participants has expended $200,000 on well drilling. Additional permits have been acquired, 
each participant contributing to the cost in the ratio of his interest. 

The original farmout agreement having expired, the participants entered into an operating agreement on 
June 18, 1968, setting forth the terms under which all future joint operations on the lands shall be 
conducted. The participants in this agreement share costs and profits in the ratio of their respective 
interest, Sogepet’s interest being 15%. The agreement provides for the dilution of interest of any participant 
who elects not to continue with the program. 


To December 31, 1968, the joint venture has spent $605,157 on well drilling and $1,181,692 on geophysical 
surveys and mosaic terrain analysis, of which Sogepet’s share is $150,071 and $181,364 respectively. 


2. MINERAL ACREAGE: 


In 1967, the participants in the oil exploration venture conducted a general reconnaissance and investigation 
of the Manitoba lands mentioned in Note 1 for their mineral potential. After its completion in 1968, only 
two of the parties elected to continue the mineral search with additional ground and aerial geophysical 
studies, as a result of which mineral reservations on 414,720 acres in Northern Manitoba were obtained. 
Sogepet has a 25% interest in these mineral reservations. 


a. OPTION TO PURCHASE INTEREST IN PETROLEUM AND NATURAL GAS ACREAGE: 


By an agreement dated January 21, 1969 the company acquired an option to purchase an undivided 20% 
interest in 5,067,402 acres in North Hudson Bay area for $70,546.72 exercisable on or before April 30, 
1969. 


4. CONTINGENT LIABILITY: 


Aquitaine Company of Canada Ltd., a participant, has satisfied certain work deposit requirements by 
depositing with the government agencies involved its own promissory notes totalling $376,294. These notes 
will be returned to Aquitaine in amounts equal to the allowable expenditures made within various stipulated 
time limits. 

Should Aquitaine have to make any payment on these notes due to insufficient work, Sogepet would be 
required to contribute its share up to a maximum of $66,812, 


5... CAPITAL: 
The following is an analysis of the company’s issued capital stock as at December 31, 1968: 


Shares Amount 
Oi Cast t Mie se de en ee Boe ne Ce en eee a! 404,553 $366,603.00 
ODMSCTVICES Ho Eat oie a SU cane ah Oreck Chea aE ECL Bis Tales ore 69,000 40,125.00 
In consideration for subscribing for preferred shares .................. 150,000 7,500.00 


623,552 $414,228.00 


During the year, the company issued 16,800 shares of its capital stock at $1 per share in settlement of a 
shareholder’s cash advance. 


Certain directors have options to purchase 30,000 shares of capital stock at $1 per share exercisable on or 
before June 24, 1969. 


6. UNDERWRITING AGREEMENT: 
Underwriters have agreed to purchase 400,000 shares of the company’s capital stock at $1 per share 
payable on the seventh business day following the date the Ontario Securities Commission accepts for filing 
a prospectus of the company (the “effective date”). 
In consideration of the firm purchase, the company granted the underwriters options to purchase all or 
any part of an additional 200,000 shares at $1.50 per share and 150,000 shares at $2.00 per share 
exercisable either within six and twelve months of the effective date respectively, with provision for earlier 
exercise under certain conditions. 
In consideration of arranging the above financing, the company granted Mr. Samuel Gordon Sharpe an 
option to purchase 15,000 shares of its capital stock at $1 per share exercisable within two years of the 
effective date of the underwriting agreement. 
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